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Making Contributions to Health
Savings Accounts
By Gary S. Lesser, J.D.
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Making Contributions to Health
Savings Accounts
As clients continuously look for tax-savings
tools, HSAs are an ideal vehicle for health
care expenses. Seasoned author Gary Lesser
explores the limits on making contributions to
these accounts and offers advice on funding.

3

Practice Management

Preparing the Firm for a
Cross-Sell Program
Sometimes, it's hard to see the forest
through the trees: Encouraging others in
your firm to cross sell services can be diffi
cult because some might not see an immedi
ate return. Ed Mendlowitz shares his experi
ence and tactics through this article that
delves into important issues.

5

Top 10 Ways to Increase
Your Success by Using the
PFP Web Site
If you're not regularly visiting the PFP Web
site, you're not getting the most out of your
membership! Here are 10 ways you can use
the material on AICPA.org/PFP for your prac
tice and professional endeavors.

Thanks to a provision in the 2003 Medicare
Prescription Drug, Improvement and
Modernization Act, the Health Savings
Account (HSA) was introduced as a tool to
help individuals and employers take back
control of rising medical costs. Recent
changes in the law simplified the HSA
contribution limits and created two alter
nate methods of funding HSA accounts.
If your clients haven't yet asked about
HSAs, chances are they will; as a CPA
working in financial planning, you should
know more about HSAs as well. HSAs are
individually owned accounts that allow
individuals to make deductible contribu
tions to pay current and future medical
expenses. In addition to tax-free distribu
tions used to pay or reimburse an individ
ual for qualified medical expenses, taxfree distributions also may be made for
any reason after the account owner
reaches age 65.

An employer may also make contributions
into an employee's HSA. Although
employer contributions are generally
excluded from income, they also are sub
ject to the annual contribution limits (dis
cussed below). To the extent employer
contributions do not exceed the annual
contribution limit, they are treated as
employer-provided coverage for medical
expenses under an accident and health
plan under Code Section 106(d).

The owner of an HSA account contributes
an annual amount (subject to a maximum)
toward this account, so that when common
medical expenses come about, the HSA
account money funds the cost.
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Annual contributions to an HSA must be
made in cash. For example, contributions
may not be made in the form of stock or
other property. An exception is made for
rollovers and transfers from an Archer
Medical Savings Account, a Health Reim
bursement Arrangement (HRA), a Flexible
Spending Arrangement (FSA), a traditional
IRA or another HSA. The Tax Relief and
Health Care Act of 2006 (TRHCA) generally
permits a one-time transfer of the balance
remaining in an employee's health FSA or
HRA to an HSA to assist individuals in fund
ing these accounts, as long as that balance
is no higher than the amount credited to the
FSA or HRA on Sept. 21, 2006. The transfer
must be made before Jan. 1, 2012.

If, at any time during a "testing period," the
individual ceases to remain an eligible indi
vidual, the transferred amounts are included
in income and subject to an additional tax.
The testing period is the 13-consecutivemonth period beginning with the month of
transfer, and the distributions that are trans
ferred into the HSA are called "qualifying
HSA distributions." The amount that is trans
ferred from an FSA or HRA does not count
against the HSA annual contribution limit.
For taxable years beginning after 2006, an
individual may make a "qualified HSA fund
ing distribution" from an IRA to an HSA.
However, a qualified HSA funding distribu
tion does count against the annual HSA con
tribution limit. The contribution must be
made in a direct trustee-to-trustee transfer.
Once made, it is irrevocable, and only one
such distribution is permitted to be made in
the individual's lifetime. However, if an indi
vidual makes a transfer while enrolled in
self-only High Deductible Health Plan (HDHP)
coverage and later switches to family HDHP

Continued on next page

Continued from page 1
coverage, a second qualifying HSA funding dis
tribution, representing the difference between
the self-only and family limits, may be made.
Prior to 2007, rollovers or transfers were not
permitted to be made to an HSA from an IRA.

Funding
The HSA maximum annual contribution
can be made at the beginning of the year,
but not before the start of the year for
which the contribution is being made. To
contribute the maximum annual contribu
tion, an individual generally must have the
same coverage throughout the entire year.
For 2007, the maximum annual contribution
limit is $2,850 ($2,700 for 2006) for selfonly coverage and $5,650 ($5,450 for 2006)
for family coverage. Individuals age 55 or
older by the end of their taxable year may
contribute an additional $800 ($700 for
2006) to their HSA as a catch-up contribu
tion. Contributions also may be made by an
employer to an HSA. For 2006 and prior
years, the maximum annual contribution
could not exceed the deductible limit under
the HDHP associated with the HSA.

For each month the plan owner fails to be cov
ered by an HDHP as of the first of the month, a
deductible contribution for that month is not
generally allowed. When the plan owner is not
covered by an HDHP for the entire year, the
annual contribution funding is generally limited
to a total of the monthly amounts for each
month that the individual is covered as of the
first day of the month. An exception is provid
ed for an individual who is HSA eligible during
the last month of a taxable year, but did not
establish an HDHP until after the beginning of
their taxable year (generally beginning on
January 1).

Note that there is no actual "monthly limit."
Although the HSA maximum annual contribu
tion limit is the sum of the monthly limits,
contributions may be made at any time. For
example, assuming that an individual has dis
qualifying coverage and is said to be ineligible
for three months ending on March 31, the
individual may contribute 9/12ths of the 2007
HSA contribution limit (at any time) during
that calendar year, or until the tax filing dead
line for that year.

An exception that allows the full HSA contribu
tion to be made for a year is provided for an
individual who becomes HSA eligible after the
beginning of a calendar year, but did not estab
lish a HDHP for the first month of the taxable
year (generally January). The exception is
intended to "assist individuals to transfer to
HDHPs from other types of health plans."
In general, for tax years beginning after
2006, an individual who becomes covered
under an HDHP in a month other than
January may be permitted to make the full
HSA contribution for the year. An individual
who is eligible during the last month of a
taxable year is treated as having been an
eligible individual every month during the
taxable year to compute the amount that
may be contributed to the HSA for the year.
As a result, such an individual is allowed to
make contributions for months before the
individual was enrolled in an HDHP.

For the months preceding the last month of the
taxable year that the individual is treated as an
eligible individual (solely by reason of this
exception), the individual is treated as having
been enrolled in the same HDHP in which the
individual was enrolled during the last month
of the taxable year (generally December).
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However, if an individual makes contributions
under the exception and does not remain an
eligible individual during the testing period,
the amount of the monthly attributable contri
butions preceding the month in which the
individual was an eligible individual could not
have been made - although the provision is
recaptured (included in gross income). A 10
percent additional tax also applies to the
amount included. An exception applies if the
employee ceases to be an eligible individual
by reason of death or disability. Beginning
with December in the year of the mid-year
enrollment, and ending at the end of the
following December, the testing period is the
13-month period.

Example
Paula, age 60, a calendar year taxpayer, is
ineligible to contribute to an HSA and make
contributions for the 11-month period ending
in November 2007 because she participated
in a health plan that was not a HDHP in
those months. If Paula establishes an HDHP
with self-only coverage effective Dec. 1,
2007, and does not participate in another
health plan, she will be eligible for the month
of December.
As a result, Paula will be treated as an eligi
ble individual for all of 2007 and may con
tribute $3,650 ($2,850, plus a catch-up con
tribution of $800). If it were not for the excep
tion, Paula's contributions would be limited to
$304.16 (1/12 of the $3,650 maximum annual
contribution limit) for 2007. If Paula's HDHP

were effective on any day after December 1,
she would be an ineligible individual for the
month of December and the exception treat
ing her as eligible for her entire taxable year
would not apply.

Caution: Except for the exception discussed
above, if the HSA account owner's HDHP
coverage changes during the year, (e.g., to
coverage with a lower deductible or coverage
that is not an HDHP), an HSA that was fully
funded at the beginning of the year - based
on the assumption that the original HDHP would remain in place for the full year. Excess
contributions would have to be withdrawn on
or before the due date (including extensions)
for filing the account owner's federal income
tax return for the taxable year to avoid the 6
percent excise tax. In that event, the appro
priate contribution limit is determined by pro
rating the full-year contribution by the number
of months in in family, self-only or non-HDHP
coverage.
About the Author: Gary S. Lesser, J.D., is
president of GSL Galactic Consulting in
Indianapolis, Ind. He recently coauthored The
Adviser's Guide to Health Savings Accounts
(Product #091020), as well as The CPA's
Guide to Retirement Plans for Small
Businesses, (Product #017237). Both titles
are available at www.cpa2biz.com. Contact
Lesser at qpsep@aol.com. •

Preparing the Firm for a Cross-Sell
Program
By Edward Mendlowitz, CPA/PFS, ABV
A CPA firm's Tax Department must be
involved in strengthening the firm's brand,
name recognition, getting publicity and intro
ducing tax return clients to additional servic
es. Unfortunately, many firms provide very lit
tle guidance or training in this area.
While there are important advantages to
introducing tax return clients to additional
services, much of the extra work identified

while preparing the tax return is not time
sensitive. It could be done after tax season
ends, into the summer months and even
throughout the rest of the year.

Generating work during "slow" periods helps
to even out the workload and create revenue
where it wouldn't or didn't exist previously.
More than that, a cross-sell program pro
vides challenging, interesting and satisfying
services while truly helping clients. That's
the bottom line.

Continued on next page
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We Need YOU for PFP Section's
"Member Spotlight"
A new addition to the PFP Center
Web Site (aicpa.org/PFP) is the
"Member Spotlight," which fea
tures a different member of the
PFP Section or PFS credential
community. The Member Spotlight
includes a brief description about
the person's practice and how he
or she benefits from the AICPA's
PFP Specialty Area.
If you decide to participate in the
Member Spotlight, you will gain
recognition from the PFP commu
nity, the greater CPA profession
and consumers, as well as other
professional service providers.
Experienced and inexperienced
PFP practitioners with small and
large practices will be featured,
representing the diversity of our
community. If you are interested in
this marketing opportunity, please
send an e-mail to Andrea Millar at
amillar@aicpa.org.

Identifying Cross-Sell
Candidates

Educate Staff About Firm
Services

You can identify clients who are excellent
candidates for cross-selling through four
steps:

Partners and staff members need to be
informed about the firm's services and
approaches for introducing them to the client.
Don't count on this being intuitive. Educate
staff on the types of services your firm is
capable of performing - some of which are
free in many cases. By becoming aware of
these services, you can institute an additional
billing opportunity while doing a more com
plete job for the client.

1. Create a Cross-Selling Culture: Create an
atmosphere or culture of better serving the
clients by doing more for them.
2. Educate Staff About Firm Services:
Develop an understanding of the types of serv
ices you can perform for the client, along with
the benefits to the clients.
3. Conduct a Post-Tax Season Review: Use a
review of the tax return to uncover needed
services.
4. Upgrade Current Clients Into Annual Tax
Planning Clients: Transition clients from tax
preparation to tax planning.

Create a Cross-Selling
Culture
Suppose you went to a dentist for a regular
cleaning and were not told you needed a peri
odontal consultation? How would you feel?
How about if you finally brought your car in
for service and weren't told that all your
hoses should be changed?
Suppose a client came to you for tax return
preparation and you did not tell him his
investments were not on track to accomplish
his goals, or that his life insurance was inade
quate based on stated needs? How do you
think the client would feel if you did not alert
him to the issues and that you could help
solve potential problems?

Offering clients additional services is a good
deed; the fact that you also will charge them
for advice doesn't lessen the value of the
suggestions. The extra telephone call to dis
cuss these issues - away from the hubbub
of tax season - will be a great favor for the
client and should create a feeling of good
will. In some instances, you can even ask
the client for a referral to anyone else in
their circumstances. In many cases, increas
ing clients' awareness of services they truly
need fosters a feeling that you are more
than just a tax preparer: you're a trusted
adviser who transcends tax preparation.

PFP PLANNER — May/June 2007

The opportunities to better serve clients can
come from anyone in the firm. It is important
for each person working on the return - the
interviewer, preparer, reviewer and partner to understand what the firm can do and how
it can offer services to the client.

Conduct a Post-Tax Season
Review of Client Tax
Returns
As you see each client and work on his or her
tax return, a list of the client's needs can be
easily prepared. While the return is going
through the tax preparation process, it is not
too difficult to make a listing of any ideas for
additional services for that client. Like anything
else, a conscious effort to document a client's
needs will be more than half the battle; thinking
and doing it will get the list done. This list can
then be reviewed and calls can be made to
suggest the services to the client.
A post-tax season review of a client's tax
return can also be used to identify what servic
es to offer. This is accomplished by having the
contact person and someone else (usually the
preparer) in the firm analyze the client return
and list issues that may have been unearthed
when the return was prepared. With a little
extra effort during or after tax season, the firm
can potentially capture new service ideas.

Upgrade Current Clients
Into Annual Tax Planning
Clients
Sometimes people travel all over the world to
find what they want, only to find out it was
right next door all along. Similarly, some of

your tax preparation clients should be upgrad
ed to pre year-end planning and projections
as a regular course.

to generate at least one new engagement
each month from May through December
should not overwhelm anyone.

An advantage of this extra meeting is that it
also leaves some time to chat in an unrushed
atmosphere that is not possible during tax
season - which could lead to additional serv
ices. Upgrading tax preparation-only clients
to annual tax planning clients establishes a
different relationship in which you become
involved in changes of client circumstances
and the totality of their tax "lives."

Set a goal of extra services next year for 8 to
10 percent of your clients, or 8 to 10 percent
extra billing from tax return clients. If you can
set this goal, then 15 percent is just as easy
- that's an extra job from every client over
the next seven years. Or, think in these
terms: An 8 to 10 percent goal is an extra
service for each tax return client once every
10 to 12 years - not very ambitious, but very
manageable and profitable, and a genuine
benefit to the client.

However, upgrading the client requires a
more sophisticated approach to your work
and a different outlook toward the client. In
our experience, most clients appreciate the
concern we express and the way we explain
why they need the extra work - and changed
relationship. You can protect your practice,
better serve your clients, and generate more
revenues. It is a win-win all around.

Set Your Goals With a
Budget in Mind
Tracking the additional revenue generatedby
cross-selling is not as important as setting
a budget to obtain the additional revenue.
The budget should be something that can be
reasonably attained. For example, the goal

I

Note: Portions of this article are excerpted from
Introducing Tax Clients to Additional Services.
Formore information, visit www.cpa2biz.com.
About the Author: Edward Mendlowitz,
CPA/PFS, ABV, is a shareholder with
WithumSmith+Brown in New Brunswick,
N.J. He serves on the New York State
Society of CPAs' Estate Planning Committee
and was chairman of the committee that
planned the Society's 100th Anniversary. He
is a frequent speaker to many professional
and business groups, including the AICPA.
Contact Mendlowitz at 732-818-1614 or
emendlowitz@withum.com. •

Top 10 Ways to Increase Your
Success by Using the PFP Web Site

By Heather A. Cohen

Are you leaving money on the table?

Regardless of the extent of your PFP expertise
or size of your practice, www.aicpa.org/PFP
provides knowledge and guidance to perform
high-quality services and sustain a thriving
business. The site also contains turnkey tools,
such as forms, checklists and templates that
save you time during client engagements.
These benefits are a true value add to your
practice.
CPA financial planners who regularly use the
PFP Web site position themselves to be at
the forefront of the PFP profession because
they are attuned to timely information that

affects their competency, services and prac
tice growth. By using the site, you can
achieve these top benefits.

1. Stay knowledgeable of new legislation,
regulations and compliance. Provide your
clients with the most up-to-date regulatory
information affecting their services. Timely
information on legislation, such as the
Pension Protection Act of 2006, the Tax Relief
and Health Care Act of 2006 and the CPA
exemption from the Gramm-Leach-Bliley Act,
are included on the PFP homepage. In addi
tion, relevant information sorted by date can
be viewed by clicking the "PFP Alerts" link,
located in the Member Communications link
under the Community tab.

Update your Member Profile
Online
You may now update your
member profile by visiting
www.aicpa.org and entering
the Membership Information
section from the home page.
Note you will need your
AICPA.org user name and
password to access this area.

Continued on next page
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PFP Center Web Site Log in
Instructions: aicpa.org/PFP
1. Click the log in link at the top
of the homepage.
2. Enter your AICPA.org or
cpa2biz.com username and
password.
3. If you do not remember your
username, password or have
not previously registered for the
site, go to aicpa.org and click
"Log In." Then click "Forgot
Your Password?, Forgot Your
Username? or Not Registered
Yet?" to retrieve your access
information.
4. If you need assistance with
the log in process, contact
the AICPA Service Center
by sending an e-mail to
service@aicpa.org or call
888.777.7077 (option #3
and then option #1).

Continued from page 5
2. Broaden expertise and competence. The
site's Resources tab contains the latest PFP
technical information and guidance from
Forefield Advisor, a leading provider of finan
cial advisory content. Valued at $399/year,
which more than covers the cost of your PFP
Section membership, content includes topics
from how to provide specific PFP services
and managing client needs, to reference
materials and tools that assist in you in your
day-to-day work.

3. Create client communications with
turnkey data. As a PFP Section member,
you have the privilege of being able to copy
technical information from the Forefield
Advisor content and paste it into your
newsletters, e-mails, proposals and engage
ment letters for clients. A newly added
section within Member Communications
provides you with templates you can use
to communicate timely regulatory and PFP
service issues to your clients. This benefit
saves you time and money.
4. Learn how to maintain your reputation
as a trusted, objective advisor. The site

provides information about fiduciary respon
sibility and PFP codes of conduct. Under the
Resources tab, you will find a comprehensive
Fiduciary Responsibility section, and a
Professional Standards and Ethics area.
5. Stay connected to your community.The
Community tab keeps you abreast of trends
and developments in the PFP profession.
Included in this section of the site is the most
recent PFP Specialty Area Annual Report,
updates on new CPA financial planners in our
community and public relations events in
which planners participated. A new Member
Communications section within the
Community tab enables all PFP Section mem
bers to access current and past communica
tions including the Planner, PFP ENews,
chairman letters, PFP alerts and turnkey client
templates.

6. Advance financial planning intelligence.
The Products tab enables you to easily
navigate through the AICPA store and select
PFP products/CPE by category of financial
planning services. These learning tools cater
to the specific needs of CPAs who practice
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financial planning, while also providing
recommended training to help them become
a Personal Financial Specialist (CPA/PFS).
7. Enhance skills and participate in
networking opportunities. Be informed of

PFP-related learning opportunities by visiting
the Events tab. This section is regularly
updated with information about upcoming
conferences, Web seminars and other educa
tional opportunities and training.
8. Grow a PrimePlus/Eldercare Services
Niche. In the Resources tab, the
PrimePlus/Eldercare Services section
provides education and client tools for
retirement planning, life insurance, estate
planning and other services comprising this
niche. Access soup-to-nuts guidance to
develop and maintain a successful niche.
9. Educate existing and potential clients.
A Consumer Content Section, accessible from
the Resources tab, assists consumers in
determining their financial planning needs and
informs them about various PFP matters.
Examples of methods for using this informa
tion includes linking to this content from your
Web site and copying this information into
communications for your clients.

10. Build the PFP Section and PFS
communities. Help expand these communi

ties by referring your colleagues and peers to
the Membership tab. By growing your com
munity, you will increase the recognition of
CPA financial planners in the marketplace.
You will also be enhancing and contributing to
the community's thought leadership by lend
ing new ideas and experiences.

Exclusive Marketing Tools
Boost Achievement
In addition to the benefits listed above, an
extremely valuable section exclusively
designed for PFS credential holders is the
PFS Marketing Toolkit. In the past few
months, many new resources were added to
the toolkit to assist PFS credential holders
with marketing their services and credential.
Visit this area frequently; like the rest of the
Web site, this section is continually updated
with new, revised content.

Log In to Begin Reaping the
Benefits!
There is no time like the present to log in to the
PFP Web site to explore its resources and
tools. For instructions on how to log in and
access your premium content, read the infor
mation accompanying this article on page 6.

About the Author: Heather A. Cohen special
izes in marketing strategy and communications.

For the past two years, she assisted the
AICPA PFP Specialty Area in achieving its
marketing goals and creating programs to
enhance the PFP community. As a senior
marketing manager at Colcomgroup, Inc.,
she works with accounting organizations
and firms to develop and implement market
ing plans, create branding strategies and
write promotional collateral. Contact her at
hcohen@colcomgroup.com. •
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Join the Section

Personal Financial Planning

The AICPA Personal Financial Planning (PFP) Center provides varied and valuable
resources that CPAs need for professional and ethical financial planning, which
include risk management and investment, tax, retirement, and estate planning. Our
Center also educates consumers about personal financial issues and connects them
with AICPA-credentialed personal financial specialists (PFS). Our members help
individuals and families connect, plan, and succeed in their financial lives.
We welcome your feedback on ways we can make the Center more useful and
valuable for you.
NEWS AND OTHER CENTER COMMUNICATIONS

PFP Executive Committee and PFS Credential Committee Chairmen Recap the AICPA
Annual PFP Conference. Learn More»

View past editions of our award winning publication - The Planner. Learn More»
The Tax Relief and Health Care Act of 2006

The Act extends several tax provisions scheduled to expire, resurrects several tax
provisions that had already expired, and adds a few surprises. Learn More>>

The Pension Protection Act of 2006 Have you determined how the provisions of

the Pension Protection Act of 2006 will impact your clients? AICPA PFP Section
members and PFS credential holders have exclusive access to our summary analysis
and the Senate Finance Committee summary of the legislation. Learn More>>
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Upcoming AICPA Conferences
For PFP Section Members

Serving your Aging Clients:
Retirement Planning and
PrimePlus/ElderCare Services

Advanced Estate
Planning
Conference

June 7-8, 2007
Caesars Palace
Las Vegas

July 23-25, 2007
Westin Copley Plaza
Boston

Focus on issues related to elderly and retiring clients,
and the fundamentals of being a successful PrimePlus/
ElderCare practitioner. Gather the tools, strategies and
best practices required to address the growing and
changing issues your clients will face as they prepare
their finances for a successful retirement.

Conference highlights include updates on life insurance,
asset protection, charitable planning, non-qualified
deferred compensation and IRAs.

PFP members receive additional discounts on the registration fee.

For more information, visit the Events tab on www.aicpa.org/PFP to view the brochures and register for events.
Or, call the AICPA Service Center at 888-777-7077.
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